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'International Investment Position
| of the United States

NEARLY $21 billicn was added to United States invest-
monts shroad during the years 1947 thrcﬁ 1953, bringing
the total to $39.5 billion by the end of t yesr. In the
Seme iod, foreign assetz in the Unilted States rose by
nearly $5 billion fo $23.¢ billien. Frevious arficles in ths
SuevEY and special supplements (o the SurveTr have con-
tained information on many a5 of postwar infernational
investments. The present grticle incorporates this informa-
tion, revised to 2 consistent besisfor theentire period 1946-53,
and provides mew information on the value of the various
types of inveatments and assats comprising the net creditor
pitlon of the United States, especially with regard to
reign-owned asssts in the United States,

The incrsase in United States investmente abroad from
1946 through 1958 was about evenly divided between private
investments, and cradits and subscriptions to the Interna-
tional Bank and Monetary Fund by the Uhited States

Government. Most of the addition to foreipn investments
in the United States was in relatively Lguid dollar assets,
inclnding deposits and other ehort-term clajms ngainst banks

and commercial concerns as wall ns obligations of the nited
States Government. The latter are held primarily by for-
eign official socounss as readily-avnileble reserves.

By the end of 1853 the United States had a net creditor
position of about $14 billion, a3 measured in table 1. Over
titng the aceumnlated net creditor position reflects primarily
_ the cumulative nes lus in the bslance of payments on the

ag%regataa of goods and services, leas net umlateral transfers

to foreign countries. One very important means of inaneing

the surplus or deficit in the balanve of paymenis, however, 55
not refscted in the intermational meestment statementi—
namely, the international fow of gold. On the other hand,
the value of international investments is affected not only
by capital movements appearing in the balance of payments,
but also by the reinvestment of corporate earnings, ch 8
in market walues of securities, and adjustments for other
inctors such as writeoffs, seizure without full eompensation
and changes in foreign exchange rates. The importance of
thesae factors is summarized in tebles § and 7.

The eomposition of the assets snd lishilities compris
the internationa] investment statement iz extremely varied.
Included are long-term private investments made for busi-
ness copsiderations, Umted BStates Governmoent credits
exiended to help strengthen the economies of other countries,
and a part of the monetary reserves of foreign countries.
United Btates privata long-term investmentz abroad st the
end of 1953 were $22.1 billion ss sgrinst about $3.1 billion
for similar foreign investments in the United States, Tnited
States private shori-term asaste sbroad, mostly comnereial
credits, were only $1.% billion while foreign liquid dollar
aszats in tha United Btates, mostly financial reserves, were
5145 billic 44 the end of 21953, T iz no forsign countar-
part, of course, for United States CGovernment credits
outstandmg of $15.7 billion.

. Because a much greatar part of Uhited States forsign
investments 8 income-producing, and especially because
United States direct investmenis abrosd are far larger than
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similar foreign investments here and are primarily involved

in dwalujl:o]ing uctive capacity abroad, United States
earnings ahroed are much greater foreign earnings heve.
In 1953, United Stetes earmings, mcluding reinvested
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earnings, were $2.6 billion, while foreign earnings here were
$0.5 billion.* This excess of Enited Sfates enmings is moat
significant from the point of visw of the balance of payments,
and is o highly importent aspect of the creditor status of the
Tnited States.

United States Investments Abroad

The postwar growth of American direct investments
accounted for nearty 90 percent of the postwar risa in
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privata investmoents abroad. The shave of direet in total
Privete investments rose from nhout 45 percent in 1930 io
about 70 pereent by the end of 1953,  Complets information
in direct investrnents hos besn published recently in Fereign
Inpestments of the Uniled States, a 1953 zpecinl supplement

to the Strver ofF CurnErT Bosiwesa, and in the Svever
U. S. Investiments Abroad by Areas,
end of 1946 and 1953 i
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for December 1952 and Jan 1954, Tn brief, an annual
average of about §$1.3 billion was added to direel investments
ahroad from the end of 1948 through 1953, with compara-
tively little voriation from year t6 yeor. shown in
table 6, about helf of the sdditional investment was derived
from reteined earnings of foreign subsidiaries.
In ¢ontimst to the active investment in directly inanaged
enterprises abroad, there has been relatively liltle interest
Americans in foreign porifolio investments, i, &, pureh
of foreizn dollar bonds or other securities, or loans by Drivete
finnncial institutions. Whereas portfolio investrments grew
%y about $4.6 hillion in the decade of the 1920°s, the growth
from the end of 1846 through 1953 was less than $1 J'Jliop.
Nearly all of the investment in the earlier period was im
foreizn bonda payable in dollars and izsved by many foreign
countries: by the end of 1946 thase holdings, which had a
valus of about $7 billicn in 1930, were veduced by defaults,
declining market values and redemptions to o mard-et valoe
of $1.5 billion, of which about thyee-fourths was in Canadian
issnes, From 194G through 1958 the princips] dollar bond
isgues, including rnfundinf isstes, were for Cnnada (511
billion), the Internationsl Bank (§6.6 billion} and Isracl
{$135 millicn). In the pericd, however, there was & con-
giderable volume of redemptions, as shown in table 6, in-
cluding the refunding of cutstandings issues to reduce inferest
costs, After 1950 the market value of dollar bonds was
reduced by vising inlercat rates. ] .
American holdings »f foreign bonds and equity securities
denominated in foreigy currencies ars also concentrated in
Canada, which reecounts for fourfifths of the total, Tn od-
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dition to the factors affecting forergn dollar bonda thase
securities chenge in valua with changes in foreign exchange
rates. Thus, their values dmppe,d a.fgt:r the devalvations of
19?19. Most of l-.he& uat?mhmns were in Canpadisn bonds,
and +were connected with prospective changes in axuhanga
rates, particularly in 1950, us well as changes in relative U. 5.
nnd Canndian bond yields. |

Considerable amocunts are invested sbrosd in & great
variety of long-term private sasets or investments, including
real proparty for income, estntez and trusts, insurance
mies, otc. These ossets were reported in the wartime

ury ecnsus ? at a value of about $900 million. Prasti-

cally ne enrrent information is available for these items and

they ure carried forward in toble 2 with o valne of abount 5600

ot after eliminating sssats now believed to be wirkially
worthless. L

The principal remeining item in this category is medium or
long-term eredits by commercial and financizl institetions,
Thess credits, mainly to Western Bwopean governments
and enterprises, increasad from about S350 fon ak tha
end of 1846 to about $330 million st the end of 1952,

A prect part of postwar Government credits, indluding the
[Tnited Stotes subescriptions to the Intemational Bank and
Monetary Fund, took pluce before 1948,  After that time
the bulk of Government aid {o foroign countrics was in the
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form of grents. The detailed record of Government eredits
and grants appears in Forgign Aid 1940-51, a special 1052
supplement to the SurvEY oF Cumnenr BusiwEss, and the
Survey of April 1954, Tke bulk of ke Governnent eredits
went to¢ Western Europe to finance postwar reeonstrustion
snd, in 1953, 81 billion, representing part of the value of

ostwar aid to Germany, was added to Government credits.

hort-term  Government aesels abrond, also lwgely in
Western Europe, consist principally of Loldings of foreign
owrrencies most of which repreaent the United Siates portion
of the counterpart funds to grant aid.

Foreign Investments in the United States

Foraign heldings in the United States are of n marked]
different character from United States investments abroad,
wikth about 60 percent of the totel representing liquid dollar

ﬂ%&ﬁfﬁlﬂw of Aaierican-tiunsd Asplr tn Forcign Coxnteier, T, 8. Treadey Daporiment,
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resarves rather thon private investments to further business

interest, Forelpn investments in the United States of the
“latter type uccounied for only $2.1 billion eof the toiel

increpse of $7.7 hillion from 1946 through 1853.

There has been little opportunity for private foreign long-
term capital fiows to the ‘Eﬁl(ited States since the war because
of the exchange restiretions pencrally applied ebroad. Most
of the changa in value, o8 gslmwn in table 7, resulted from
reinvested earnings of United States subsidiaries or affilintes

v of foreipn companics ond rizing market prices of United
Btates corporate speurities.

Foreign direct investments in the United States of $3.7
hillien 4t the end of 1953 wore nhovt fowr times ag great in
value 88 a6 the end of the first world wm This growih
depended primarily on odditions to existing enterpriacs as
the Tnited States economy expondéd. There has been o

. noliceabls incresss in f-:rraifn direet investments in the Uniged
%ll;n.;ila since 1951, particularly from Cansde and the United
ngdom. :

Holdings of corporuate securities

Forcign portfolin investments in United States securities
« have beon, traditionally the lemimti type of Inng-term invesi-
ment in the United States. At the outset of World War I
these investments, consisting vary lmgely of bonds, were
valued ai about $5.4 billion, ¢f which nearly $3.8 billion wnsin
ratbroad stocks snd bonds, The wariime liguidaticn amounted
to about §2 billion and by the end of 1919 the wvalua of forsign
seeurity holdings was estimated ob aboui $2.3 billion.

In order to establish o new henchmark for the velee of
these mvestments, ns well as for the ineome derived from
thom, o very extensive study was made of date available on
WJthhu]dmthm: records on file at tho Bureay of Joternal
Ravenue, he henchmork cata for eorporite stocks were
na of ihe end of 1849, the dnta for corperate bonds were for

r1950. The following sections, extrapolating the benehmark
datn baclkk to 1846 and forwsard 6o 1953, incorporiic zome of
the results of this study.

Oorporate stocks.—At the close of 1853 foreign ownem
Leld ovar B0 million shoates of domestic commen and pog-
ferred stocks with o mmbkel valug of 33.7 billion, This wos
a gain of neary $1 billion over the 106 walue, Rising
market prices mueh rmore than offact net sales by foreipner
of $13¢ millien. IFrom 1946 through 19845 sales by France
and the Netherlands were particulorly heavy in order to

, help finanee reconstruction costa.

Br_gh_ming in 1449 there were moderate net purchases in
ithe United States by Swiss snd Uniled Kingdomn invesiors,
or investors utilizing financial services in those countrips,
but sales conlinued Lo be recorded for the Netharlands, In
1249-52 an annunl average of over $200 million was added
to the walue of thase corporats steclks through the ras in the
market, with & moderate downturn coming in 1853. Tha
effocts of these changes on the holdings of individual foreign
countcries ara shown In table 3.

An industry distribution of these holdings for 1053, nnd a
comparison, with 1934, are given in table £, There appenrs
to be o fajriy wide zflispersiﬂn among industries with the

lugest_ holdings showing up under petroleunt, public utilities

_ sod railroads and railrosd equipment. Major changes from

" 1934, after allowing for price changes, aro the declining hald-
ings of rails, banks and utilities an she increased holdings of
petroleum agquities.

On the Whollg the industrial distcibubion was not muach
changed, reflecting in part the continusd preference by for-
eignets for the stable, easily marketed issues of leading corp-
orations. In 1349, about 84 percent of the valua of foreign

* holdings was in iesues listed on the New York Stock Exehange.
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There is considerable specialisation by investors of different
spuntries among the various industries; some examples are
Bwiss holdings of chemicals, Unitad Ifin,gdqm holdings of
utilities, Dutch holdings of steel and Cnoadian boldings of
stocks of papar companies. ) ]
Cerporate bondds. ¢ of the lmpest changes in the inter-
national investment pesition of the Unifed States has been
tha liquidation of foreign holdings of domestic corporate
honds. The valye of these investments declined from aboub
$4.0 billion at the heginning of world war I to nhout $4000
million in 1940 and to less than $100 million at present.

Foreign Assefs and Invesimenls in the
. S. by Areas, end of 1946 and 1953
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Frior to 1914, holdings of railvond bonds were by far the larg-
est single component of foreign investments i the United
States. These holdings were raduced to less than $1 billion
by the end of world wer I and were further reduced by de-
faults and refiancing in the interwar period. Foreign in-
vestments in United States sectvities in the 1920% and during
the ﬂicﬁht capitel pariod in the late 1930°s weni almost ex-
clusively into ndystrinl equities,

The deeline in the mukat valuc of forcign-owmed domestie
bonds from aboui $400 million in 1940 to lesz than 5100
milliocn st present represents o part o continuation of this
longer run trend, but many of the issues were beaver bonds
which may have been lost or destroyed during the war, or
may bave been hrought to the United States without appear-
ing in the recordsd data on sapital movements.

Other foraizn long-term investmenis in the United Staes
consist largely of estates and truats, veal property, insurance
policies and various claimes. For many of these items the
data in the Treastwy eccnsus for 1041 are cnrriad forward
since the nformation oo changes since that time is axtremely
seanty.

Ovar the period from the 1920°% to the present thers heve
been some most important changes in the size and charactar
of Liquid dollar assets owned by forcignems, In the 1920%
the growth of these holdings from $300 million to about $3
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billion was fosterad by the development of the pold exchangs  an important source of fnancing for United States exports.
standard, the graat v‘glumen‘f Un?ted Btates ggn,te lending,  Ovar Eﬁrea quarters of the total holdi wers Eurg .
high money raies in the stock market, and the change to By the end of 1933 as a result of the depression and &he”
doltar rather than sterling financing of United States foreign  disruption of internationnl trade end finance thesa zssets
trade. In fact, foreipn funds keld in the United States were  were reduced to about $500 million.

Tahle 3—fupernatjousl Invegtoent Fosition of tha United

[hlillems
Tl Wegken Fmrops
Ty af fovactment
Hrds st | e [ oo | oimen | a9sc ] s [ 1oy | s | wmer | 1ae | i | s | a8 | ez | s
Unizpd Bimics Jarey ooy abroad, sl 24 | an oeh | e | ML 00F [ 27,05 | el | g 2T | oa, 02h | 10,300 | 0L, TY ] 2540 | 1A sw | 2z v | 23, s
Private loweabentnts ] 16,200 (18,040 10 00 | oo | 2o 828 ) og TR | 2an | soemr| doaT | 2Om | AW | amA ) 40l | L3
Long M M. . IGTIF | IS6T | 1948 | 1hdes | 41000 | =080 | R9sp | moies | L | 2mz| 3001 [ m4eT| vz nar
Diraxd e oaa SO ) A T A e T 0L, TEE | 1080 | LSS | IR T Lofi| L 04E) LT 0] LT | Lowe| o 14| AT
Foralgn dollr boaids, . oee e S Ldmt L,ME | 1,58 1, ' 4051 Lam = 91 ™ o & Bl ] Fi)
Eieomitbet phzobls Lo Tozad cunineies.. .| 2304 [ 2400 | 2408 Ll | 24 al oL 1) M1 B 0 L 4T b7 228
O, v eom e e crrmrmmmam smm e mmrrrr B | 03] LOIR| L i Ly | LM | B [ 1] 25 il =) 8 I L068 B2
L34 L4ASA[ 154 na| 1.m! Lo 1, TR LS FEC ABS 384 Tz 18 i s
85 L) ns b 487 a2 T i5 T} a1 1% 17 12 b 113 144 b
27| Lt | Ldur| vooe | Leon| 1,320 1.4W ) LB 337 b 3B H1 24 e 58 0
SR Akl | pBorg ) dA N6 | TE G40 | 14007 ] 34, 4% 1T | Goasd ] 4 I ) BTG BB&D | B REW | DT
A 08 ) 11 30 | rrOdd | 13, 400 | I3 548 | i3 ATL | 14 0KT | I, 420 Y AR493 ] FODS 1) B 843 ) 8,500 5008 | A
2h S R T Q0T e r i i M s FT) o
Fmﬂt'. Iy gud | L in b lhe Unjiad
Hinles totsd | 15,880 | WA 206 | DR | D6 AT | XS, 4% | MM | BT | Bl | 5,290 | 1000 | TAM | T.AM ] &L MIC 4.290 | TEEM ] 115
Lerg-taem inwaskmants_______ ... .. GMS] RAM ) TR R1m] T ) Rash| ARG L 140 4TS 4505 4#W ) 4,7 RIX | AN EEM | 8406
LT d oesg)] megad srEr L oapin o aiga o 23pd | amAEl iTad | LEN| L] L | LR 2408 | Lim]| 2] 4Im
gglrgnrahm . EE0H] 3480 ( R3] D480 [ LORE) Ad60| A7 3850 | 1,866 LTOE)| M5LG| LEAS) 1,986 | LA0E| B LB
it $Eals, nod muEepal Bogde bty 108 I3& I 181 LER ax b ] 104 1l L] 15 k] 123 i 178
[T sy o L53) LEM | L,M8| 184 1%00| L4801 | LaM| LT | LOIT e 11 rl o] o 33 ot
Hhoeb-tarm amats and Tntad Btates Oaw- | ’
obil - gm %m 0,700 | 67hF | LL TS | Lo | 13056E | 14,406 | S5y Lo | 3,100 ) 3364 58140 570N | 4,850 | 5234
21 il | BRJET] B | 4517 GAEY| T3] T MY | EATA| EEm| Ayl | XMgE| LEM [ FEOF] OB K ame
AEM | LPG ) B2EE | AR REAL| DTHR| AN 4338 ( 57| LI RO | XM AN LT | LB | Zaak
Fiorl 355 ARE FL ] [ Bl Lol L1 181 177 ml 3 417 [ [iF.1] b
G804 R | L0 LB | RER| SHE| S35 EEM B (1] T L ] M LB Lam
a8 L] FrL 53 1,470 BB LI 1M 1E5 168 15 151 L] ) b 1
S| BB LEM | M| 2YES| OS] BRERX| KTES i3 I 180 31 518 Wi | LIS | L#W
BAIZ | D31 | 3550 | 13,788 | 0,306 | 144wk | 14,706 | 1638 (=2 005 | LUA3 | NLOeG ) 3006 | 3,473 I3.0W | LY | aes -
Caomdy Loyin AmeHran Topeblics
Tyoo of inveatttt
1548 i 1 HHE 140 1050 L5 15 3 1680 THT iz 1% 160 1951 He2 L
Urktod Staiok Inveslmonin abroad, ieinl . __,___| FEiS| BBER2 | G518 | R1& | fack| TAE| S 046 | LEGH | LB | M| M5 | FMT| €130 | 87| .66 T
Phivate Invpelrnonta oo ceeoooo_o| WOOE ) LEM O LGN | BUMY| L2293 | LR B23X] S ME g A000 AGEL) X300 | R34 | AoeE ] GAE; LMB[ T
LAMEAEt e m e smrmrmmmime e mmeeene| ] 5385 [ £TOS ] S04 § 0,000 [ T | SIIS| BRI | FEA| 410 ) 460 | RO [ 53| 5540 | 4140 &3%0
THPRUC} e an v pemren e S | 2007 | S MA] LEM | Are| ASE| BLER| 085 45| A 14% | 4600]| 4T GITH| SVEE | &DP3
e S| Ll | b e vl e e T Ty e e e e T
n [orpd i 1 ] N -
Oy .. i 117] L 175 1M i 14 He 1] ot 11 puak) a1s bl 11 ) 1
LT T | P 15 1] 14 1#] 24 o] Elg MW 11 30 -l 555 F35 L] B a4
- nan m e 1 Bl M i F+] 65 Bl ]
r.lf'f ____________________ . lg L ﬁ b4 ﬁ 15"& 3 13 LT ] sgg 53 40 e T Bﬁ
Toitad Siates Oovarturkid oregits 1 o K T :t b 10 15 14 Hr o ELiT] ] Ly M BEG ir s
B | - T d .3 T K 1] it | 18 i | 381 e 42 L] fil-v] o]
T 12 L I 1 1 1 1 i i [k £ 13 [ 5 4 [
LE| Zza0 | Zas| LME[ L2 ( STIA| 3,838 | 1,684 | Zeom| L0684 | LR | 2466 | LW | L) AT
1o L3 | L4 Loog| LA | nLmis| o0 534 555 G4 3 906 B [y M1
Lhiroet, - icu] a7 THY =l 7| LDe ) LIR iE7) 7 jas 13§ 138 186 | 143 tag
B R s % 4| 3| B B 8| 3| k| B 3w B B | 32 2B
o N -
DI.‘IW Ty 14 o Lut e o I L] b1 Hna s e 2B 8 1B g
Eborts and Unltad Sintea Qoy- ’
mmﬁu'ﬁ?mm.__ L, 5% L hrh ma| 1,58 L5188 [ 31,8050 16380 L300 | LMZ| I4M | LEN| LESB{ LT LR [ 20
FT =2 =5 3BT £=7 &2 00 637 | LITE| LET| 1 L | Love | a0 | LEE | Lvee
337 = 300 833 X3 97 5L 571 Lez| L= | 1, 1,407 | LMP] L8] L4 | Lsas.
7 ) 35 H " £ 6l 35 B T~ il 13 Lre 1 1L
L =13 ¥ e oo | 1,081 | L 30E L b s b} LE 188 P+ m 200
H .5 ] wi i S It] o] I -1 B | F1 ] 12 118 12}
L7 ] ] M [T b [+ ot kn) 41 [ 0% 165 153
Nt oBinE (=) oF Crodh bor oM. cosnanmnsaer] Al [ FTED | JEZR | 47S7 ( L 1M0 | 4B | AR | 38| LIIT| 3,233 [ A0l A T8N | A ERL| 44% | EeR | E2G
Tocindss tnked Clprernmank gubsco phlone te the Iobanatbonsl Packomd 1, Intludos the oo ilox mdimated aoueia of Tofted Siaen corpamoyr Dok disrbyged
ulﬁn. m?f.uglm [ LT T ‘i'i’-nﬂld w.':-‘: inidsbirdnmn atcunbing to 14 mmﬂ,m;zm.t?ol?mhm 1549, 38152 1850, $TTE 1251, #EI% 1ﬂm.m1mmw

bmmhftrmmnlm



May 19564 SURVEY OF CURRENT BUSINESS

From that Yow point to the eniry of the United Etutes into
world war I1 foreign-owned liquid essels were &
firzet by the effects of the devaluation of the doller nn-:i by

other assets in the United Sistes to finance Burg
tar:r sxpenditures. With restrictions on other
riz and with rising foreign expenditures by the

13
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flight capitel from Europe, and then by the unspent portion Umtad tates, foreizn dollar assets begon (o sccumulste
of the proceeds from massive gold sales and liquidations of  during ths wer,
States, by Type of Investment and Aren, ¥nar endy, 1940-5%
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Tahla §.—Foreirtr Holdings of Domiestic Stocks, by Coltdbries,
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for Year Ends 1934 and 1949
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As shown in teble 2, foreign short-term or liquid asseta in
the United States reached nearly B9 billioa by the end of 1046
snd increased to $14.5 billion at tha end of 1953. Not only
are these amounts far greater than holdings in earlier years,
they are also different in character, Whereas perhape 31
billion, or one-third of the total, was owned by loreign official
nccounts in the late 1820%, nearly $9 billion, representing
g0 pereant aof the totsl, was held in such aecounts and by
international institutions st the end of 1955, Of the $5.6
billion incresse in foreign liquid dollar assets in the 194653
perisd, approximately $4 billion was in foreign official and
internationsl agency accounts.

Although foreign holdings of liquid dollar asssts advancad
ataadily g-um 1846 thro 1953, this does not indicate the
movement of all foreign liquid funds. When foreign
reserves are sombined with liquid dollar assets, as in table §,
the impact on foreion reserves of the postwar course of the
balance of payments beiween foreign ¢cuntiies and the
United States is much move evident. In particuler, the
sharp drop of $4.4 billion in the gold and dellar reserves of
foreign couniries in 1947 and 1048 reprosented their sales of
gold to the United States as dollar balances were maintained
with little change. (Gains in resarves made after the eul-
break of the rean war and a?nin starfing with the
strengthened economic sitwation of foreign countries in 19452
were partially converted into gold, so that they are net fully
raflected in ineressed holdings of dollar assats.
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